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~ Due: MAY 252000

Employer Identification Number:

Person to Contact:

S

CERTTETED MALL, Telephone Number:
In Reply Refer To:

Dear Applicant: S o 4

Wehave considered your application for recognition of excaiption from Faderal income tax
under section SO 6) of the Internal Revenue Code and have determined that you do naot qu:ll.il'y
(or exemption un.'s ¢ (hat section. Our reasons for this conclusion and the facts on which itis buscd
are explamed below.

The evidenee enbmind mdicates that your organization was formed as a corporation on
SN, \our current articles ofincorporation provide thar you are organized “to learr.
more about automation and discuss ite 1nes and costs; to help people and cucourage them to use
atomation in their social and/oe busin s hives for more efficient living; to promote automation
education and the exchange of automation ideas; to hold meetings for the mutya! improvement and
education of its members and the public.” “The copy of the articles of incorporation submitted with
vour original application iy incomplete. Although yonr response to our request for additional
mformation indicates that a complete copy of the articles of incorporation was caclosed, we
rceceived only another copy of the State certificate of approval for said articles. The Lylaws
submitted with your onginal application contained language indicating that the organization was
authorized o issue stock, Although you submitted vestated bylaws climinating such language, we
did ot also receive evidencee thar you took our other recommended actions regurding the cessaton
ol such stock activity, nor did we receive an indication that such actions were nor necessary as no
stock had actually been issued or dividends paid. Nounetheless, your restated bylaws now contain
aceeptable provisions for the manner in which your nrganization is 1o be governed, except that _
dircctons who also serve as officers are not prohibited from determining und voung on their own -
salary, Currently, all directors also serve as officers, however, it does not appear that these
ndividuals ceceive Ay compensation from your organivation at this Lme.

According to your newly submitied application, the basic purpose of the organization is to
educate your members on the use of ¢ " soltware, which is used only by the.

G sty This education s provided it. the form of seminars. 1o additon, Gy

QG vace users discuss methods and steategies in using and inproving the

software. This information 1 then passed on QU 0 o to make the P

G moce efficient. You do not sell, noc s it your intear. to promore the sale of,
Roftware. You reiterate that your “sole pucposc is ts educate individuals whe have

already purchased the product tor use in thc_industry."
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According to the attachinent included with vour newly submitted applicaton oy -
Ay i o leading vendor of automation for ] wdustry .7 Ther
latest releasc is “mnmgcmcm system
runnmy on thc“ -

Pre page 3 of Form T0Z4, all of the organization’s members are “guiiilfs o« SO o .
Y o |.ive o desire to learn how to effectively use R (e oo

thetr industry.”

You rccci\.'c"’-'i. ol your income from membership fees, :md."u of your income {rom
seminar fees.

Section SO1(C)(6) of the Tnternal Rev .ue Code provides for exempuon from Federal income
L tor organizations which are business leagues, not onganived for profit and no part of the nét,
carmngs of which inures 10 the benelit of any private sharcholder or individual, '

Section 1.301(e){0)-1 of the Regulations defines a business league as an association of persons
(the term “persons” meludes legal enrities such as trusts and corporations) having a common
business mrerest, whose purpose is to promote the common business interest and not to engage in
regular business of a kind ondinarily carried on for profit. Its activities are directed to the
improvement of business conditions of one or more lines of business rather than the performance
ol particular services for individual persons. '

' Seetion L3DH)@)-1(d)(8)(i1) of the Regulations states that conducting research for purposes
cf the design or construction of cquipment is incident to commercial operatons,

Revenue Ruling 56-65, 1965-1 C.B. 199, holds that furnishing particular information and
spectlized individual seevice 1 members through publications and other means to effect cconomics
w the operation of their individual business constitutes the peeformance of particular services tor
indvdual persors,

Revenue Runng 74-147, 1974-1 CBL 136, holds that an organization which diveets ity acrivities
to members whse commen business interest concerns the use of computers made by diverse and
competing manufacturers gualifies for exemption under IRC section 501 (c)(6).

e
those who own, rent, or lease computers produced by a single computer manufacturer does not
guahify for exempion under TRC section 501 (¢)(6).

Reverue Rutig 83-164, 1983-2 CLB. 95, holds that an organization whose members represent”

Although the members of both the orgamization described in Rev. Rul. 74147 and the
organizaton described in Rev. Rul. 83-164 have a common business interest concerning the use of
computers, the organization i Rev, Rul. 74-147 directs its activities to users of computers made by
diverse and competing manufacturers, while the organization in Rev. Rul. 83-164 directs its activities
io users of computers made by one manufacturer.




Puge 3of4

Although you.do oot or intend to promote the sale of, 4 ) the:

A
existedce of an organization dedieated to nraviding educational senices solely for vese 265

parneular product is an incentive towards purchasing the product which canno, by disregarded as
merely incidental, : ‘

By diveenng vour activities only 1o users o (N vou are directing your
achvities towards the mprovement of bhusiness conditions in only those segments of the Ny
G b veur members belong “The fact that i s used only by the
'—indusn'y, even if used by the entire indusrxy, is not oaly irrelevant, but in direct contrast o
section SO1{e)(6) purposes. Because you limit your activities to the users t)f_
software, von help 1o provide o competitive advantage to A s customers ar
the expense l)l"_cmnpclimrs and those in rhu_indz:xxry who may use, or
wish 1o use, other brands of soltware. Such suppression ol a COMPUNIVe environment senves,
nlumartely, as an ipediment to the industny’s progress, .

s addinen, beeanse vour educational actvities are imited 10 users o <

s 0o discerille distinetion between your services and the educational afier-sales
services that businesses condueted for protit ordinarily offer their customers. This not only
Perpetuates Y. mipetitive advantage by relieving them of this burden, but in so
doing mav isel U be seen s operating a business ordinarily conducted (or profit as deseribed, and:
proibited, in Seetion L501()(0)-1 of the Regs. “This is teue regardless of whether a profir is
geneeted, or who the ultimage recipient of any profit (whether direct or indirect) may be.

Farther, the passage ol information from your members to _pmgr:m'nmL'rs

may be considered a form of research for the purpose of designing software, an activity which iy
werdent to the operation of a business ordinanly conducted for profit as described in Scerion
ESOTEE) LY (3) () F the Regs., and prohibited under Section 1.501 (©©)-1 of the Regs.

=

Favaliv, beeause membership in vour ormanizanon is hmited to users of a pacticular product,
the provision of cducational nformanon on this product is considered the performance of partcular
seevices Tor mdividuals as desenbed in Rev, Rul. 56-65

-

Thus, the organization's activites are no considered to be directed towards the improvement
of business conditions in one or more lines of business within the menning of section 1501 (c)(6)-1
of the Reges., but rarher towards the improvement of business conditions for
and the individual users of irs product.

Therefore, we have concluded thar you do not qualify for exemption from Federal income tax
as an organizaton desenbed i section 501 (©)(6) ot the Code. In accordance with this
determinanon, vou will continue 1o be rece gnized as an organization which s subject to Federal
INCOME tax.

ITyou do not apeee with our determination, you may request consideration of this matter by
the Office of Regional Director of Appeals. To do this, you should file a written appeal as explained
i the enclosed Publication 892, Your appeal should pive the facrs, law, and any other information
(O SUpRaT vour position,
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Ifyou want a hearing, pléase request it when you file your appeal and you will be contuctedto
arrange a date, “The hearing may be held at the regional otfice, or, if you request, at any mutually
convenient district office. 1f you will be represented by someone who is not one of your principa)
officers, that pcrs(_m will need to file a power anrt(‘»mcy or-fax informanon authonzation with us.

Appeals submitted which do not contain all documentatica required by Publication 892 will
be returned for completion. ' :

[f you have any questions, please contact the person whose name and telephone number are
shown in the heading of this ler er.

Sincerely,

\’Zj '—'547;2 /I : 12 é‘l 2\ A

Steven T. Miller ¢
Director, Exempt Qrganizations

Fnclosure: Publication 892

ce:
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